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National HR Conference Sri Lanka June 2014,  
Keynote address ‘Aligning HR with a changing business landscape’ 
 
Dr Paul Davidson, Assoc Prof of Management, QUT Business School, Brisbane, Australia 
 
Firstly, I thank you sincerely for your kind invitation and warm welcome to Sri Lanka and to this 
national HR conference, 
 
I particularly acknowledge the initiative of Chairman of the Technical Committee, Dr Asoka Jinadasa 
in making it possible for me to be here, and to offer this contribution to your conference.   
 
I congratulate you on assembling such an impressive array of talent to aid your discussions. I hope I 
can add usefully to your conversations.  
 
In particular I congratulate you on developing such a good definition of HRM:  
 
“A strategic and integrated approach in acquisition, development and engagement of  
talent using relevant tools, with proper policies, products and processes in creating a conducive  
climate towards achieving organizational excellence and societal well-being”  
 
To me, that means that HR has to add value to the organisation, through an integrated set of tools, 
competencies, and policies, which are all consistent with the business model.  
 
You’ve gone a step further than just the ‘what’ of the transactional and the process, adding in the 
‘why’- to promote a climate conducive to organisational excellence and societal wellbeing.  In doing 
so, I suggest you are ahead of those HR professionals and academics who see HR as merely the 
subsystem of the business system, or as merely an application of management principles to the 
management of people in organisations.  
 
Trends in the west are towards societies with more dual income families, more single parent families, 
more disposable income and tourism, more seniors with bigger health care budgets, and more 
demands on time with more intense job stressors, and with the internet, more leisure and 
entertainment preferences.   
 
Of course, we know that society is changing quickly, and that the life enjoyed by some is not enjoyed 
by all, or even by more than just a few.  We know that too many millions go to sleep hungry each 
night, and far too many go to sleep not knowing if they will survive a night of bombings and raids, and 
natural disasters and crime. It’s a beautiful world, but there are sharks out there.  
 
We live in times of great uncertainty, and we are currently confronted by Russia and China both in 
aggressive mood, and in serious disputes with their neighbours. It worries the whole world. What are 
we to do? If out hope lies in becoming better aligned with the emerging business landscape, we need 
to understand something of what’s happening out there. Let’s begin with a few generalisations: 
 
• Firstly, in 2014 there is cautious optimism about business recovery internationally, but growth 
is restrained by lack of talent and retention issues as employees leave for better jobs 
overseas. It’s possible this trend is evident in Sri Lanka, as it is in many other countries.  
• Across the board, medium-sized companies are growing fastest, followed by large 
companies (especially media and telecom).  
 
• In a US study, 88% of companies in one survey (n=5000) expect to give pay raises in 2014. 
Leading factors in hiring decisions are work experience and skill sets, with school reputation 
the least important. Where you went to school is not unimportant, but employers are more 
likely to be interested in what you studied, and how well you learned it, and whether you have 
job-ready skills and work experience. This speaks to HR educators like the IPM, and my 
business school. We have to educate the next generation of HR professionals with the future 
very much in mind.  
 
Global challenges for the business landscape are generally related to domestic growth and 
global competition, and to labour productivity – (especially to cost and margin pressures).  
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Already you may be thinking ’okay, nothing new about that’. We need to watch our costs and 
increase our sales. 
  
Of course, but what we did learn from the global financial crisis is that the old models are no 
longer good enough. Remember Kodak and Polaroid? NCR, Western Union, Grundig, and 
various types of motor cars, and Encyclopaedia Britannica? Perhaps in a few years we’ll add 
printed newspapers and telephone books to that list, along with typewriters, personal 
organisers, calculators and steam trains. And i-Pods, I-pads, and other I-things!   
 
The demand for change has outpaced them, and the demand now as never before is for 
innovation by organisations that are not just change ready, but change capable, to the extent 
that their ability to manage change is a source of strategic competitive advantage.  
The successful organisation of the future if not already, is the one that is changing more 
quickly than its competitors to align with the changing landscape. 
 
Turner’s famous painting of ‘The Fighting Temeraire’ (1839) was recently voted the most 
popular painting in Britain. It depicts the ghostly and obsolete hulk of the veteran warship 
from Nelson’s fleet at Trafalgar in 1805, on its last voyage, being towed upstream by a more 
efficient but far less impressive steam tug to be broken up at a wrecker’s yard. The tribute to 
the glorious days of sail is the golden sunset ending an era in history, inviting us to be 
grateful and give thanks for what went before, but also to prepare for the new era ahead. The 
message is that while we might feel warm about the past, and cold about the process of 
change, we need to avoid being captured by the past, and be ready to take on the future with 
enthusiasm. And innovation. 
 
So where does that leave us with HR?  
 
1. The global challenges of competition and productivity affect us, but we have specific HR 
challenges to do with a range of HR processes. They should already be familiar to you:  
 
2. HRM CHALLENGES:  
• Managing talent 
• Managing work life balance 
• Improving leadership development 
• Managing employee engagement 
• Managing demographics (Gen X, Y and older workers) 
• Becoming a learning organisation 
• Improving performance and rewards alignment 
• Managing change, cultural transformation and diversity 
• Managing Corporate Social Responsibility                                          People@Work2020 
  
[slide]We know that the process of HRM involves attracting, developing, and maintaining a talented 
and engaged workforce to support the organisation’s mission, objectives and strategies.  
– Typically this is undertaken through ‘Functional HRM’:   
• Recruitment (internal and external) and selection, 
• Job analysis and design 
• Reward and performance management (including remuneration and compensation)  
• Performance Appraisal 
• Training and development 
• Succession planning (including retention and turnover management) and career 
development 
• Policy creation and implementation in:  
•  employment discrimination 
• Industrial relations 
• Occupational Health and safety management 
– Strategic HRM: 
•  Workforce planning and strategic alignment 
• Traditional ‘Talent management’ usually involves retaining employee quality, increasing 
employee engagement and alignment  
• Cutting costs, minimising any downsizing (because of direct costs of severance, talent loss, 
morale hit to survivors) 
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 Flexible work practices to stimulate employment engagement and productivity  
  
 [slide]An organisation must be well staffed with capable and committed people in order to 
fully achieve its objectives. Example testimonials are common: ‘People are our most 
important  asset’ … ‘It’s our people who make the difference’. 
 
Management practices associated with successful organisations are employment security, 
decentralisation, use of teams, good remuneration, extensive training and information sharing 
 
The HRM Process 
 
 At its simplest, the HRM process involves:  
 Attracting, developing and maintaining a quality workforce.  
 Attracting a quality workforce includes HR planning, recruitment and selection. 
 Developing a quality workforce includes employee orientation, training and development, and 
career planning. 
 Maintaining a quality workforce includes management of employee retention and turnover, 
performance appraisal and remuneration and benefits. 
 
The list reads like the table of contents page in an HR textbook. That’s both good and bad. This is all 
standard content. However, doing the right thing, and the best thing, in each of these areas may be 
just the beginning. We need to give attention to each one. Let’s consider a couple of them.  
 
1 Recruitment and selection  
 
[slide]Hopefully our methods of attracting and selecting the best talent are as skilful as the fisherman, 
looking for the best catch, in conditions of life-threatening uncertainty.  
 
For example, the shift to project-based organisational structures to manage in conditions of 
uncertainty – and some PBOs employ 80% contractors to provide flexibility in order to manage in 
uncertainty: the ‘no home syndrome’) yet the performance equation still holds true: 
 
The performance equation: P= f(A x M x O) – performance is a function of ability x motivation 
x opportunity 
• So – we recruit for intelligence, select for ability, stimulate motivation and provide opportunity 
without hindrance for people to perform 
 
The workplace of the future 
 
The workplace of the future is likely to be more flexible, open plan, and team-based. It will need HR 
to train employees how best to use the massive connectivity and flexibility to deliver productivity and 
innovation, for societal benefit. And all this, ethically.  
 
2 Employee retention and flexible work practices  
 
As the economy picks up, retention of valuable, skilled staff is likely to prove critical. This may mean 
changing the work experience so that employees actually gain a sense of meaning and purpose from 
their work, rather than just producing goods and services that the company needs. To do this we may 
have to bravely let go of some of our old HR traditions of performance appraisals, and certainly take 
a different view of employee preferences and what the organisation requires in terms of working 
hours.  
 
Many companies are now recognising the gains to be achieved through diversity of demographics in 
their workforce, but also through fostering creativity and employee engagement through flexible hours 
to fit with employee preferences.  
   
Google is famous as a workplace with flexible work hours, with good effects, although it appears that 
while women often benefit from such arrangement, especially when childcare is considered, many 
men are reluctant to request it, concerned about a negative impact on their careers. 
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In this increasingly fast-paced and demanding business landscape, organisations are increasingly 
searching for ways to become high-performing organisations, with high commitment HR practices 
based on reciprocity and interdependence. These foster high quality relationships with employees, 
encouraging them to contribute high levels of discretionary effort with higher levels of customer 
service and satisfaction. In summary, investing in employees pays dividends to the firm (McClean & 
Collins, 2011).  
 
Stop for a minute and consider the big picture.  
 
HR and the business landscape - The big questions: 
• Why do people make the difference? 
• What is strategic human resource management? 
• How do organisations attract a quality workforce? 
• How do organisations develop a quality workforce? 
• How do organisations maintain a quality workforce? 
 
• What happens if we see the organisation as a cluster of resources?   
 
The resource-based view of the firm 
 
This allows us to see human capital as a strategic asset and a competitive advantage in improving 
organisational performance (Becker & Huselid 2006) There is now increased significance accorded to 
HR systems and structures (practices, competences and performance) for BEST FIT as against ‘best 
practice’ Best fit is contingent on context (culture, size, industry, strategy): 
 
‘It is the fit between HR architecture and strategic capabilities and business 
processes that implement strategy that is the basis of HR’s contribution to 
competitive advantage’ (Becker & Huselid 2006). 
 
This focuses attention on planning for how best to capitalize on the Human Resource in the 
organisation    
 
Human capital planning 
 
Fundamental to this approach are questions about the ‘why?’ of business:   
1.  Where are we now? 
2. Where do we want to go? 
3. Can we get there without changing? In our projects, do we have to change our scope, cost, 
schedule or quality? 
4. What do we have to do? T&D? Gain people? Lose people? Treat people differently? 
5. What will happen if we don’t do something?  
6. How will we know when we’ve got there?  What is the success scenario? 
7. And what comes next? 
 
The strategic response is to align our HR strategy with our business strategy. [slide]This works, 
provided we’ve got the right business strategy. Consider what recent international research indicates. 
  
The business landscape and global talent management 
 
British researchers Farndale, Scullion and Sparrow (2010) examined the role of the corporate HR 
function in global talent management (GTM).  
 
They point to supply factors such as the increasing competition between employers in a globalized 
labour market (such as in healthcare and IT), and to demand factors such as the need for access to 
short-term and specialized talent in international projects. They emphasise too the need for highly 
mobile elites of management to perform boundary-spanning roles to build social networks and 
facilitate and support globalisation. 
 
There are constraints to GTM, which Farndale, Scullion and Sparrow (2010) elucidate. Many 
constraints appear to result from the unwillingness or inability of organisations to manage the needed 
supply chain of talent in a globalised market with its increasing complexity and specialisation. For 
example, there are signs that talent is less prepared than before to move to strategic or high-risk 
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locations. Personal security for the expatriate staff in hazardous working environments, and the high 
level of business instability, are just some of the challenges. This is forcing a change in HRM thinking 
from recruitment of scarce talent to emphasizing retention and development of talent. Third country 
nationals (TCNs) rather than parent country nationals (PCNs) may be emerging as the talent pool to 
be managed more carefully, as new markets confront expatriates with unfamiliar challenges.  
 
Farndale, Scullion and Sparrow (Farndale, Scullion, & Sparrow, 2010) conclude their paper in the 
afterglow of the GFC that the crisis offered industries the stimulus and perhaps in retrospect the 
demand to re-evaluate the legitimacy of stakeholder models and even to build entirely new industries. 
They recommend research to clarify the impact of the GFC. One can only agree with this, if only to 
help us prepare for the next crisis.  
 
In a separate publication, Scullion and Collings’ edited 2011 volume Global Talent Management 
offers a thorough overview of GTM in a global context, as well as a useful comparison of GTM in 
various countries, including India, China, the Middle East, and Central and Eastern Europe. 
 
[slide]Again, we see the need for HRM to manage successfully in a globalised world where firms 
need highly skilled, highly mobile and interculturally competent managers  - who are also very good 
at managing in conditions of uncertainty and risk. 
 
Thirdly, A more recent edited volume from Cambridge University Press (Ozbilgin, Groutsis, & Harvey, 
2014) provides an innovative and overdue focus on the international mobility of skilled migrants 
(SMs) and self-initiated expatriates (SIEs) in the IHRM context.  
 
The bottom line is that talent is in short supply relative to increasing demand for skilled and 
experienced HR professionals.  Like the IT experts of the early years of computing, and the 
engineers and project managers of the oil and gas sector, HR experts are in strong demand. And like 
managers everywhere, the good old ones need looking after, and the young ones need developing to 
become good. Perhaps the old can help the young with mentoring and coaching? Just an idea! 
 
HR and Human capital 
 
“It is not the strongest of the species that survive, nor the most intelligent, but the one most 
responsive to change” (Charles Darwin, 1859). 
 
• The challenge is to develop skills in adapting to constantly changing conditions. HR 
Managers now see HR as managing human capital – the contribution made to the 
organisation by its employees.  
 
• What does this metaphor imply?	 
 
Given that Intellectual capital per employee = Average market value of the organisation-
average capital employed)/average workforce full-time equivalents, the same formula can be 
used to calculate the average human capital. HR has moved from its primary focus of 
managing the employment contract to aligning the firm’s HR strategies to those of the firm, 
and to developing an employee focus (B2E) to facilitate employee engagement and 
performance. 
 
We can ask and we ought to continually ask:	 
 
1. What should be the role, objectives and responsibilities of the HR function? 
 
2. From a strategic perspective, how should the HR function be used? 
 
3. What key questions should be asked in evaluating the HR function? 
 
4. What specific people-related business issues provide the greatest opportunity for HR 
executives to add value to the firm? 
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Employee Commitment and Engagement  
 
• Why is employee engagement so critical? An operational definition is ‘gaining the 
discretionary energy, effort, and ideas from people who voluntarily choose to follow your 
vision’ (Rucci (2007). 
•  
• In summary, this is ‘the extent to which employees commit to something or someone in their 
organisation, how hard they work and how long they stay as a result of that commitment 
(Corporate Leadership Council, 2004).  
•  
• It’s demonstrated in an employee’s attitudinal attachment to his or her job and company, 
intention to act in company’s best interest, and willingness to invest discretionary effort in 
achieving business goals (Jesuthasan, 2003). This is of particular interest to HR, as indicated 
by James Clifton, CEO of the Gallup Organisation:  
 
• “I think the next decade is going to be about the emotional economy of the 
workplace… HR has an enormous opportunity to provide organisational leadership 
by increasing the number of engaged workers…HR is the only one with the answers 
to increased worker engagement. The question is whether companies and 
organizations will turn to HR for their strategic leadership in this area.” 
 
 
What happens when people disengage 
 
They quit and leave, or they quit and stay.  They just don’t tell you officially. According to 
various studies it is not unusual for 15 – 20 % of a workforce to drop out without leaving 
 
• The evidence of high employee engagement 
 
• When employees are highly engaged they tend to show the following behaviours:  
 
• Offers a high level of effort 
• Derives personal accomplishment from their job 
• Shows persistence at difficult tasks over time 
• Helps others (including customers) 
• Voices recommendations for change to improve things 
• Adapts to and facilitates change 
• Goes beyond norms or expectations to make good things happen 
• Takes initiative to ensure the team/unit is effective 
• Recommends their organisation as a great place to work 
 
The desirability of engagement can be shown by the following comparison of organisations in 
various zones of engagement:  
 
High Performance Zone:  
Where the majority of employees are fully engaged, organizations in this zone are well 
positioned to achieve superior business performance 
 
Indifferent zone:  
With one in two employees disengaged, organizations in this zone are likely to achieve only 
average levels of business performance. 
 
Serious and Destructive zone:   
With the majority of employees disengaged, organizations are at risk of below average levels 
of business performance 
 
By contrast, moving employees from disengaged to engaged can result in a 57% increase in 
discretionary effort. This can manifest in a 20% increase in performance.  
 
there are many studies showing the link between employee engagement and business 
performance.   
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[slide]for example, McLeod and Brady (2008)  found that companies with the highest 
percentage of engaged employees collectively increased operating income 19% , net income 
growth by 13 %and earnings per share 28% year on year.  Those companies with the lowest 
percentage of engaged employees showed year to year declines of 33% in operating 
income, 4% in net income growth and 11% in earnings per share. 
 
How to facilitate employee engagement 
 
The drivers of engagement are clear:  
Purpose so help people find meaning,  
job fulfilment -so help people appreciate significance,  
reward - so help people know their efforts are recognised,  
relationships - so help people form and maintain healthy links with each other,  
work life balance, so offer working conditions that enable good mental, social, and physical 
health, and  
opportunity – so give people the chance to succeed.    
 
Is this so different from what HR claims to do?  
 
Isn’t this our day to day life?  
• 1. Attraction - job requirements, recruitment 
• 2. Selection - choosing the best people 
• 3. Retention - rewarding performance, maintaining a safe environment with quality in work life 
• 4. Development  - preserving and enhancing employees’ competence 
• 5. Assessment - performance management 
• 6. Adjustment - compliance with policies 
 
This is the functional model of HRM. This is what we do, but it doesn’t tell the full story of what people 
need.  
  
What do people need from management? 
 
One thing is clear: there is no ‘one size fits all’.  
 
We know that individuals differ but people are much the same.  
So we know that our needs vary with age. Yet we try to manage three four or five generations in the 
workplace at the same time with the same policies and procedures.    
 
The management challenge of managing multigenerations 
  
Those of us who are ‘boomers’ know our parents’ generation as traditionalists. Traditionalists are 
respectful of authority, hierarchical, loyal to institutions, rule makers and conformists and motivated 
by financial rewards and security.  These are our parents – they wrote the rulebooks and the 
textbooks, and they survived wars and depressions to keep us safe and bring us prosperity. 
 
My generation, the baby boomers are said to be anti-authoritarian, idealistic, motivated by changing 
the world very competitive.  In terms of engagement, managers should include them in decision-
making, give clear goals and then get out of their way and let them get the job done.  We value job 
stability and security. 
 
Generation X’ers are self reliant, anti-institution, rule-morphing, tribal and information rich.  They 
demand immediate rewards for contributions. They value flexibility, money and portable benefits, 
harmonious work environments and personal fulfillment. Less loyal to an employer than their parents 
are, they are not intimidated by authority, and expect personal development opportunities  at work.  
 
Generation Y’s are said to be confident and full of self-esteem, eager and impatient to live life ‘now, 
pro-education and goal oriented, socially conscious, highly tolerant, plugged-in (technologically 
savvy) and expect massive connectivity through social media and cloud computing.  
 
They are parallel thinkers and family centric, like x-ers but on steroids.  Again, they show little loyalty 
to an employer.  And have high expectations of personal and financial success. They seek 
challenging, meaningful work that impacts their world.  Gen Y Don’t not like being treated like the new 
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kid on the block.  Older managers see them as the most high maintenance generation ever to enter 
the workforce. 
 
Got it? Our HR policies and practices need enough structure to make life fair, safe, and predictable, 
but also enough resilience to flex where needed to cope with different expectations and psychological 
contracts – not just the legal employment arrangements.   
 
The Strategic Model  
 
So maybe in retrospect the old strategic model was useful:  
 
HR adding Value to the Organisation -  
– redesigning Remuneration and Compensation programs to provide incentives to 
performance 
– improving productivity through employee participation 
– enhancing innovation, creativity, flexibility to enhance business efficiency 
– improving staffing, training, communication with employees and relationships with 
unions 
– improving relationships with unions 
– anticipating impact of legislative changes 
 
These ideas have been around HR circles for decade or two. They are still good. 
 
• Except now, we should be asking not how much does the HR department cost, but how 
much extra product or service can be sold because of HR’s contribution to the organisation? 
American HR professor Dave Ulrich told us nearly 20 years ago that   
•  
• ’Traditional measures of success, focussed on economic capital, must now be coupled with 
measures of intellectual capital’ (Ulrich, 1997) All processes, technologies, and other 
resources, must be arranged to add value to the customer. HR’s mission is to help the 
customer succeed.  
 
• It is the customer’s success that has to become our mission, and our passion.[slide] HR’s 
contribution to business to business strategy of encouraging  customers  to buy more 
products and services, by leveraging core competencies and creating new products and 
services 
• through growth via mergers, acquisitions, and joint ventures. So – We aim at building 
organisations that are distinguished by capability, by HR activities’ building a set of 
organisational capabilities.  
  
• In short, it’s all about competence, and customer service.  
 
• Again, Ulrich (1997) is concise: [slide] ‘HR should be theory-based and competency-driven, 
to deliver results and add value. Generic outcomes are: 
– strategy execution 
– administrative efficiency to lower our overheads and time to market. 
– employee contribution to increase productivity 
– capacity for change to create and innovate and survive the pressures that will come. 
 
 For this to happen, the organisation’s management needs to demonstrate the following management 
competencies: 
1  to articulate a vision in alignment with the business and community environment 
2  to ensure the best possible human and other resources are available to the firm and to use them 
better than do competitors, by investing in firm-specific capital 
3. to transform raw materials into valued goods and services sustainably 
4. to facilitate creativity and innovation. while still giving attention to reputation, quality of goods and 
services, customer loyalty and satisfaction. 
 
How do we do this? Perhaps it takes us to develop a new kind of organisation: the high performance 
organisation.  
 
  
	 9
The High Performance Organisation 
 
This concept has been around for a decade or so, but has recently assumed even greater 
significance in the wake of various recessions and economic turbulence in many countries. The HPO 
achieves financial and non-financial results consistently superior to its peer group by focussing in a 
disciplined way on what really matters to the organisation (De Waal , 2012).  
 
Briefly, it refers to the organisation demonstrating:  
 
Shared information and open communication. Information needed to make decisions is readily 
available to all employees  
 
Compelling vision, including purpose and values are understood and passionately supported by 
all, creating a deliberate, highly-focussed culture that drives the desired business results. 
 
Ongoing learning focussed on improving capabilities through learning systems, building knowledge 
capital, and transferring learning throughout the organisation. 
 
Relentless focus on customer results. Success is seen from the customer’s perspective. 
 
Energising Systems and structures. Systems, structure, and processes are aligned to support the 
organisation’s purposes, values, objectives and strategies  
  
Shared power and high involvement with decision making distributed throughout the organisation, 
and not guarded at the top of the hierarchy 
 
 
(Blanchard 2007) 
 
Blanchard (2007) The HPO Scores model 
 
 
The  importance of innovation 
 
A concluding remark about the role of HR in stimulating innovation. We know how important 
innovation is. part of HR’s role is to help organisations unblock the path to innovation, so 
often closed by Silo thinking, micromanagement, hidden agendas, risk averse culture, and a 
lack of process for managing innovation. 
 
Whether it is innovation in the business concept or model, or in the product or service, or in 
the process, the firm is likely to depend for its success on how well it can innovate. [file]  
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 Employees need to know how important it is to be thinking innovation all the time. They need 
to know how new ideas will be worked on.][file] like a factory, ideas have to be created and 
nurtured, and hopefully will come to grow into new successes, perhaps even new 
enterprises.  
 
 
 
 
 
 
HR’s role in driving innovation 
 
HR can make a vital difference to a firm by undertaking the following practices: 
 Tracking innovation 
 funding innovation 
 training people to think creatively 
rewarding employees who innovate 
 Including innovation in leadership development plans 
 
Conclusion 
 
All this can lead to profitability, revenue growth, customer satisfaction, and community sustainability.   
 
Thank you. Once again, I appreciate your invitation to me to join you here.  
 
I appreciate the attention you have paid to these ideas, and I look forward to discussing these and 
other ideas with you during the conference. I wish you and successful conference, and success in 
your work and life.  
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